This study focuses on what can be characterized as "black spots" in the existing studies -the selection issue, which is manifested in the fact that a nontrivial number of companies occasionally do not have any debt on their balance sheet. The problem of zero debt is akin to truncated and censored regression models, which are useful when the dependent variable is observed in some ranges but not in others. we find strong evidence that the results of the target adjustment studies of capital structure, which use fitted values of debt ratios, can be potentially biased due to failure to correct for censoring due to zero-leverage observations. This paper also looks at the issue of dynamic properties of capital structure choice and the persistence in the capital structure choice and examines the effect of the 2008 global financial crisis on Russian firms' capital structure choice.
Introduction
The issue of firms' capital structure choice has been extensively investigated in the literature ever since the seminal contributions of Miller (1958, 1963) . This paper is an example of a cross-sectional study determining which factors are correlated with leverage.
1 unlike other studies, we do not intend to examine whether debt ratios vary across firms as predicted by the theory. Instead, we focus on what can be characterized as "black spots" in the existing studies -the selection issue, which is manifested in the fact that a nontrivial number of companies occasionally do not have any debt on their balance sheet -the issue which until recently has been largely overlooked in the literature (strebulaev and yang, 2013; Bessler et al., 2013). The problem of zero debt is akin to truncated and censored regression models, which are useful when the dependent variable is observed in some ranges but not in others. we investigate the importance of this phenomenon for the capital structure studies and its potential implications for the existing results in the literature.
Moreover, this paper looks at the issue of dynamic properties of capital structure choice and the persistence in the capital structure choice. lemmon et al. (2008) emphasized surprisingly stable capital structures in the sample of the us companies during . 2 as this study uses a sample of Russian companies, the evidence from the emerging markets of Central-eastern europe and the former soviet union (commonly known as transition economies) is of particular interest. a recent paper by hanousek and shamshur (2011) reconfirms the findings of lemmon et al. (2008) in the sample of seven transition economies. Contrary to what was expected, the volatile economic environment of the region did not affect the capital structure of firms. similar to the previous studies of the region (e.g. nivorozhkin, 2005; haas and peeters, 2006), the authors argued that firms' credit constraints are partially responsible for the surprising stability of capital structure. The companies from transition countries seem to remain underleveraged and tend to adjust their capital structures more slowly than firms in developed economies. our study extends the existing empirical evidence by examining the effect of the 2008 global financial crisis on firms' capital structure choice.
as mentioned before, a novel feature of this study is explicit acknowledgment of the issue of selfselection related to firms with zero level of debt. according to a recent survey of the empirical corporate finance literature by Betton, eckbo, and Thorburn (2008) , "there are unresolved econometric issues of endogeneity and self-selection" in most of the existing studies. even when corrections for self-selection are discussed in the literature, actual corrections are rarely implemented in empirical tests. In the context of firms' capital structure choice, the selection issue is manifested in the fact that some companies occasionally do not have any debt on their balance sheet. nevertheless, virtually all 6 корпоративные финансы J. of сorporate finance research НоВые ИссЛеДоВАНИЯ выпуск №2 (34) , 2015 © корпоративные финансы, 2015 studies do not explicitly address the issue of firms with zero debt levels and treat the financial leverage as a continuous variable. The problem is (arguably) ignored mainly because of a relatively small number of zero observations among the developed world firms and, as a consequence, no significant implications of the phenomenon for the main results of the studies (e.g. Rajan and Zingales, 1995) . 1 nevertheless, a recent paper reported 9.3 percent of zero leverage firms for the period 1950-2000 in the Compustat files data (frank and goyal, 2008). strikingly, an average of 30 percent of the Russian firms per year, in the 8-year sample from 2003 to 2010 used in this study, did not have any debt in their capital structure. 2 The leverage ratios remained extremely low by international standards, with the average debt-to-assets ratio ranging between 8 and 15 percent and even lower median values of leverage. 3 large changes in leverage were quite rare in the sense that it was common for a firm to remain within the same leverage decile category from one year to the next. In fact, 61 percent of Russian firms in the sample did exactly that. strikingly, 81 percent of companies which started with zero debt did not leverage up within a year.
we find strong evidence that the results of the target adjustment studies of capital structure, which use fitted values of debt ratios, can be potentially biased due to failure to correct for censoring due to zero-leverage observations. The magnitude of the bias is obviously related to the proportion of zero-leverage firms in the samples used, which is likely to be nontrivial outside of the united states. we find significant differences between fitted values of the traditional panel data models and the Tobit model used in this paper. The models also tend to differ on whether firms are below or above the target leverage.
Moreover, we find that the leverage ratios of Russian companies appeared to increase significantly after the recent global financial crisis. This seems to reflect the fact that in response to the crisis, the Russian government implemented large stimulus packages, part of which took form of subsidies to industry in the form of preferential loans. The results are also consistent with the Russian companies drawing on their retained earnings in response to the negative shock to profitability.
Capital Structure Choices of Firms in Transition economies
The early evidence on the capital structure of firms in Central-eastern europe revealed some puzzling facts and developments, which often could not be explained using traditional approaches. hussain and nivorozhkin (1997) and Cornelli et al. (1998) documented surprisingly low levels of leverage for firms in poland and hungary in the first half of the 1990s. Both papers examine the determinants of capital structure and conclude that the low levels of debt financing are most likely a supply-side phenomenon. nivorozhkin (2002) studied developments in the hungarian capital markets during 1992-1995 and investigated the determinants of the capital structures of companies listed on the Budapest stock exchange. The results supported the earlier finding that hungarian firms were financially constrained. This situation was apparently the result of the combination of the financial incentives of firms and credit rationing within the financial environment. Revoltella (2001) investigated the effects of firm specific variables on leverage in the Czech Republic during the first years of transition. supply factors were found to significantly determine the financial choices of enterprises. The paper also suggested evidence of a transformation in credit allocation policies.
klapper et al. (2002) analyzed small and medium-size enterprise (sMe) financing in eastern europe in 1999. The authors found that the sMe sector comprised relatively young, highly leveraged, and relatively profitable firms. The financial constraints were found to impede the access of firms to long-term financing and their ability to grow. nivorozhkin (2005) presented evidence on the actual and target capital structures of firms in five eu-accession countries of Central and eastern europe and the former soviet union. The author investigated and compared the determinants of firms' target capital structure and the speed of leverage adjustments. on average, the leverage of companies in the transition countries remained lower than in eu countries. nevertheless, the average levels of debt-equity ratios of companies in advanced transition economies of estonia, poland and the Czech Republic were approaching those observed in several eu countries. Despite the remaining differences in the capital structures of firms across eu accession countries, there was a significant convergence in the average level of firms' leverage across countries studied. The determinants of target capital structure of firms in transition countries appear to be rather similar to what has been observed in eu countries. Moreover, the effects of conventional factors on companies' leverage could not in general be explained by institutional differences between transition countries. at the aggregate level, developments in credit markets and the general economic environment in the countries studied explained the variation in firm's debtequity ratios. haas and peeters (2006) also found that during the transition process, firms generally increased their leverage, lowering the gap between the actual and the target leverage. similar to the earlier studies, the authors found that firms preferred internal finance above bank debt and adjust leverage only slowly. a relatively low level of indebtedness of east european firms has also been found in Jõeveer (2006). The author stressed that country-specific factors were the main determinants of variation in leverage for small unlisted companies, while firm-specific factors explain most of the variation in leverage for listed and large unlisted companies in nine eastern european countries in 1995-2002.
russian Capital Markets
The domestic capital markets in Russia started to emerge in the 1990s but the progress of their development was impaired by an unfavorable macroeconomic environment, weak regulatory framework and poor supervision. This period was characterized by a significant number of high-profile corporate failures due to pyramid schemes and asset stripping by majority shareholders and the fiscal problems culminating in the default on government debt in 1998. since 2000, however, bond and equity markets grew rapidly and proved relatively resilient to the shock of the global financial crisis in 2008. There was a wave of defaults in the corporate bond market at the beginning of the crisis, but yields subsequently fell back to pre-crisis levels (oeCD, 2011). nevertheless, at the pick of the crisis, the level of non-performing loans rose dramatically (see Table 1 ) and required the fiscal response to the financial problems of the corporate sector. The Russian government implemented a large stimulus package, part of which took form of subsidies to industry. The enterprise sector was also assisted indirectly through liquidity support to the banking sector (eBRD, 2009).
The Russian equity market grew larger in relation to gDp than most middle-income countries, reaching the level of 116 percent in 2007 and declining to 68-70 percent in the post-crisis period. The number of listed companies grew by over 61 percent from 2003 to 2010, with over a 4-fold increase in market capitalization in the dollar terms. The liquidity of the market has also improved dramatically during the period, as captured by the stock trading volumes as a percent of gDp and the turnover ratio (see Table 1 ). nevertheless, the stock market capitalization is dominated by a small number of natural resource extraction companies and floats tend to be small, with a large number of key companies controlled either by the state or private majority shareholders.
The Russian private banks emerged during the initial transition period as the Russian central bank issued a very large number of banking licenses in a relatively short period of time. The weakness in newly created legal and supervisory frameworks for commercial banks and central banking were highlighted by the 1998 financial crisis, which resulted in large-scale bank failures. The subsequent improvements in the banking laws included streamlining bank bankruptcy, regulation on ownership of banks, introduction of financial reporting under International financial Reporting standards, the introduction of deposit insurance for household deposits, tightened procedures for increasing authorized capital, the creation of a system of credit bureaus and refinements to prudential supervision (oeCD, 2011). with bank assets reaching 75 percent of gDp at the end of 2010, the banking system plays an increasingly important role in intermediating savings and investment, and has become increasingly sophisticated and integrated into the global financial system. however, the banking system remains very concentrated and is dominated by state-owned banks, with the five largest, accounting for more than half of total bank assets. The number of foreign banks more than doubled in the last decade but the foreign ownership in the banking sector remained limited with only 10 percent of total number of banks classified as foreign in 2009 (see Table 1 ). Despite some consolidation in the sector, the number of banks remained greater than 1,000 in 2009 indicating a very small size of most of the banks and an apparent lack of genuine banking business on the part of small institutions. Many banks were initially setup to act primarily as treasuries for non-bank corporations, and related party lending remained extensive throughout the system (oeCD, 2011).
The domestic credit to private sector as a percent of gDp was increasing steadily during the 2000s and remained stable during the crisis period above the level of 40 percent. Table 1 ). The real gDp growth was the record high prior to the crisis followed by the record fall of 7.9 percent in 2009. a surprising resilience of the Russian banking sector to increased bad loan rates and losses on securities holdings in the 2008-09 global crisis was due to the decisive policy response of Russian authorities. In fact, the overall economic impact of the global crisis on Russia was relatively severe and a huge volume of subsidies to large firms was introduced or expanded during this period (oeCD, 2011).
The development of capital markets has been hindered by the deficiencies of the country's corporate governance system, where Russia's standing internationally is low. ownership and control of firms are still somewhat muddled, there are outstanding problems with protection of minority shareholders, and a number of state-owned enterprises adopted governance structures that prevent normal rules for oversight and accountability. In 2010, Russia was placed 113th of 139 countries on global Competitiveness Index score on efficacy of corporate boards, while on protection of minority shareholder interests Russia was ranked 132 nd (world economic forum, 2010).
Data and descriptive statistics
a sample of Russian publicly listed companies comes from orbis, a Bureau van Dijk's global company database that provides comprehensive firm-level financial data. 1 We selected all listed companies with consolidated financial statements and non-missing observations for the variables of interest in each particular year of the sample. Table 2a ). The average number of listed companies in Russia during this period averaged at 288 so the sample covers on average about 65 percent of all listed companies.
The mean levels of debt-to-assets and debt-to-equity ratios reported in Table 2a remained low by international standards and changed in a u-shaped fashion during the period. They almost doubled from the minimum levels of 8 and 13 percent in 2005 to the maximum of 15 and 24 percent respectively in 2010. The median values tend to fall below the means indicating that distribution of the companies' leverage was skewed to the left. This is not surprising given that on average 30 percent of companies each year did not have any debt in their capital structure. as a result, the mean debtassets ratio in the sample of companies with positive debt (see Table 2b ) is 3-6 percent higher than in the full sample. 1 The difference for the debt-to-equity ratio is even greater -4-10 percent higher means, and 4-14 percent higher medians. The standard deviations of the leverage ratios remained rather stable during the period and they tend to be larger than means in the full sample. Table 3 sheds more light on the distribution and dynamic properties of companies' leverage in our sample. The bottom row of Table 3 indicates how common each leverage category is in the overall data. Most of the firms in our sample have leverage ratios between 0 and 10%. Moreover, the companies without debt are the largest category. as leverage increases, the number of firms declines. only 2 percent of firms have leverage greater than 50 percent. large changes in leverage are quite rare in the sense that it is common for a firm to remain within the same category from one year to the next. In fact, 61 percent of firms in out sample did exactly that. strikingly, 81 percent of companies which started with zero debt did not leverage up within a year. Just like in the developed markets, when the firm leaves a particular category, it typically moves to an adjacent leverage category, drastic changes in leverage are uncommon.
as it was mentioned before, the leverage of Russian companies is significantly lower than the one of their western counterparts. Rajan and Zingales (1995) report the average 26 percent debt-assets ratio and 41 percent debt-equity ratio for companies in germany, france, Italy, the uk, the us, Japan, and Canada. nevertheless, the debt-assets ratio of 16 percent in germany and debt-equity ratio of 28 percent in the uk, reported by Rajan and Zingales (1995) , are close to the maximum values we find in the Russian sample.
2 hanousek and shamshur (2011) report the average debt-equity ratio of 44 percent for the sample of companies from the Czech Republic, estonia, hungary, latvia, lithuania, poland, and the slovak Republic. 3 The level of non-equity liabilities of the Russian publicly listed companies also appear to be significantly lower than the ones reported by Rajan and Zingales (1995) -50 percent in Russia versus 64 percent in the seven developed markets. on the other hand, glen and singh (2004) report that, globally, the average company in their sample financed just over half of its balance sheet with liabilities, with higher figures for emerging market countries.
Methodology
The problem of zero debt is akin to truncated and censored regression models, which are useful when the dependent variable is observed in some ranges but not in others. similar to the logic of a classical example in Tobin (1958) study, Russian firms' leverage tends to be responsive to a number of factors, such as firms' profitability and size, but a non-trivial number of companies has no debt in their capital structure. The problem, in this case, is how to model the response. a classical linear model is clearly inappropriate due to the presence of many observations with values of 0. however, a model can be constructed using a latent variable approach.
suppose that we consider a latent continuous variable y * that is normally distributed with mean µ and variance σ To estimate this model we need to consider two pieces of the overall likelihood, the probability that y* is non-masspoint and the probability that y* is a masspoint (at zero). Combining these into a single expression for the joint probability ( ) 
The last term is not necessarily equal to zero. If we assume normality of , then ( )
given the panel nature of the data used in this study, we estimate random-effects Tobit model. 1 we also estimated a treatment-effects model, which considers the effect of an endogenously chosen binary treatment on another endogenous continuous variable, conditional on two sets of independent variables. In our case, the binary treatment is the presence or absence of debt (Z*) in the capital structure of a company while the endogenous continuous variable is a measure of leverage (Y*).
where and are bivariate normal random errors with zero mean and variance covariance matrix
The treatment-effects model helps to provide more insights into the determinants of non-zero debt but fails to control for the panel nature of the data. 2 In order to infer the effect of correction for the zero-debt observations, as a benchmark, we also estimate an ordinary panel data model. 
Model specification
The capital structure model used in this paper follows the earlier literature in terms of selecting dependent and explanatory variables.
our main empirical models use two book measures of leverage -debt divided by total assets (Da) and debt divided by the sum of debt and book value of equity (De). a sufficient amount of market data was only available for the 2006-2010 period, so for that period we also report the results of regressions using market leverage defined as debt divided by the sum of book debt plus the market value of equity (DM).
The relative illiquidity and volatile nature of Russian stock market coupled with high ownership concentration of listed companies makes market leverage an unlikely guide to corporate financial policy. nevertheless, the results with market leverage are informative as growth opportunities are likely to affect the capital structure choice of firms (Myers, 1977 a set of explanatory variables was also selected based on the earlier literature for developed and transition countries that identified factors that exhibit the most robust correlation with leverage (nivorozhkin, 2005; frank and goyal, 2009).
firm's size, typically measured by the logarithm of total assets (sIZe), tends to have robustly positive relation with leverage in most of the empirical studies. This is consistent with large firms being able to borrow more because they are more diversified and have lower default risk. larger firms also tend to be more mature firms, which can alleviate agency costs of debt through the reputation effect.
Tangibility of assets, measured by the ratio of fixed assets to total assets (Tang), is usually used as a proxy for collateralizable assets, which are expected to suffer a smaller loss of value when firms go into distress. agency costs of debt could also be lower for firms with more tangible assets, as it makes it difficult for shareholders to substitute high-risk assets for low-risk ones. The relation between leverage and tangibility of assets is reliably positive in the developed countries studies.
nivorozhkin (2005) argues that underdeveloped and/or inefficient legal systems together with thin and illiquid secondary markets for firms' assets tend to limit the importance of tangible assets as collateral in transition economies. In fact, a negative (or insignificant) relationship between leverage and tangibility has been found in a number of previous studies of transition economies (e.g. Cornelli et al., 1998; nivorozhkin, 2002; nivorozhkin, 2005) .
a negative relation between profitability and leverage is one of the most robust ones in the capital structure literature. profitable companies prefer internal finance over external funds. They do not seem to leverage up because of lower expected bankruptcy costs and more valuable interest tax shields or use debt to mitigate the free cash flow problem (Jensen, 1986) . on the other hand, the negative relationship is consistent with operating profitability being a proxy for growth opportunities. we use the ratio of income before interest, tax and depreciation to total assets as a proxy for company profitability (pRof).
we also control for industry effects on leverage. frank and goyal (2009) argue that industry median debt ratios, no matter how noisy, tend to reflect a number of otherwise omitted common factors. The industry of a firm could also be important for the level of its leverage because of product market interactions.
In addition to using debt financing, firms may be financed by their suppliers. The literature (e.g. petersen and Rajan, 1997) suggests that firms may rely more on trade credit when debt financing is unavailable. we control for the effect of trade credit on leverage by including the ratio of net trade credit to total assets (nTC). nivorozhkin (2005) argues that substitutability between trade credits and financial leverage found for the industrial countries should be reinforced by the larger market imperfections in the credit markets of the transition countries and finds the supporting evidence for the hypothesis.
as we use a sample of listed companies, we also decided to control for the time of firms' Ipo, as the fact of stock exchange listing and its duration is likely to affect the menu of financing choices of the companies. for example, Baker and wurgler (2002) find that book leverage reduces sharply following the Ipo.
In the regressions with market leverage we also control for growth opportunities proxied by the ratio of market value of assets to book value of assets and commonly referred to as market-to-book ratio (MB). The capital structure theories differ in their expectations of the relation between growth opportunities and leverage but empirical studies generally conclude that debt ratios are negatively related to market-to-book ratio (Rajan and Zingales, 1995; frank and goyal, 2009).
results
To gain some preliminary insights into the differences in characteristics of companies with and without debt we report the results of the mean and the median difference tests (see Table 4 ). according to the results, the leveraged companies tend to be larger and have more net trade credits and tangible fixed assets. They also tend to obtain the exchange listing earlier. Table 5 reports on the model specification with industry  dummies, while Table 6 reports on the model specification with median industry leverage.
The results are qualitatively similar across models and in line with our expectations.
firm's size has a positive and significant effect on debt ratios in all models, except for the treatment effects model with debt-equity ratio in Table 6 . larger firms are also less likely to have zero level of debt in their capital structure.
1 a larger proportion of tangible fixed assets in total assets decreases chances of a company to have no debt, but it is negatively related to leverage, albeit only in models with debt-equity ratio as a dependent variable and not in the Tobit regression which we would regard as the most reliable.
firm's profitability has a uniformly strong negative effect on both the level of leverage and its probability of being positive.
The Ipo year does not appear to have a significant effect on leverage, but this relationship seems to be affected by its relatively high correlation with firm's size. 2 If size is not controlled for, the Ipo year tends to have a negative and significant effect on leverage. It looks like the duration of listing has a positive effect on leverage but there is a significant interplay of the listing duration and firms' size. alternative interpretation could be that larger companies obtained the exchange listing earlier.
The results in Table 5 do not reveal any major variation in leverage across industries except for the significant difference between the light and the heavy manufactured goods. a higher leverage in the light manufactured products industries is consistent with a smaller number of zero-leverage companies in this industry, as reported in Table 4 . as expected, the industry median debt ratios in our model have a strong and positive association with companies' leverage (see Table 6 ).
for the time trend in the model, the year 2008 was chosen as a reference category because the global financial crisis left most transition economies largely unaffected until mid-2008 and hit hard in the subsequent period as commodity prices collapsed, exports contracted and capital inflows stopped (eBRD, 2009). The results for the time trend seem to be sensitive to the model specification. The models in Table 5 control for the firms' industries and seem to be the most reliable. Moreover, the panel tobit model seems to be the most appropriate given the panel structure of our data and the relative weight of zero-debt observations. The results reveal that Russian companies' leverage increased significantly post-2008. The debt-to-assets ratio in 2010 was significantly higher than the one in any previous year since 2004. The debt-to-equity ratio in 2010 was higher than in any year between 2004 and 2008. The 2009 debt ratios are not significantly different from the 2007 ones. The results seem to reflect the fact that in response to the crisis, the Russian government implemented large stimulus packages, part of which took form of subsidies to industry in the form of preferential loans (eBRD, 2010). nevertheless, the results are also consistent with the Russian companies drawing on their retained earnings in response to the negative shock to profitability.
The regressions with market leverage are consistent with the previously described results. firm's profitability and size seem to be the only covariates with the consistent effect on leverage. The effect of market-to-book ratio is negative as expected but only significant in the treatment model -the high-growth companies are more likely to have a positive level of debt, but higher growth opportunities are inversely related to the level of leverage. The time trend indicates that the market leverage of Russian companies increased significantly in 2008 which is not surprising given that Russia stock market experienced 72. The next issue is an effect of correction for zero-leverage observations on our results. a large number of recent papers look at the dynamic properties of the capital structure choice. Many studies focus on leverage adjustment costs and attempt to suggest a target adjustment process. Importantly, since the target is not observable, it must be estimated or its effects must be imputed. Many studies tend to adopt a two-step procedure in which an equation for the target is estimated first and the fitted value is then substituted into the adjustment equation In view of the evidence discussed in this paper, the results of the target adjustment studies can be potentially biased due to failure to correct for the zero-leverage observations. The results in Tables 8  and 9 reveal the implications of correcting the fitted values of the models. Table 8 reports the mean difference across industries between the predicted values of the regular panel data models and the Tobit models reported in Table 5 . Table 9 reports the differences in the magnitude of the financial surplus/deficit defined as the difference between the target and the actual leverage of a firm. In Table  8 , there is a significant difference between the fitted values of the models in virtually all industries. The unadjusted target leverage tends to be higher but there are cases where the opposite is true. The results in Table 9 indicate a significant difference between the estimated amounts of financial deficit/ surplus. In fact, in more than 50 percent cases the models differ on whether the industry is below or above the target.
Conclusions
This study uses Russian company-level data to investigate the issue that can be characterized as "black spots" in the existing capital structure studies. The selection issue, we focus on, is manifested in the fact that a nontrivial number of companies in Russia, and in many other countries, occasionally do not have any debt on their balance sheet. The problem of zero debt is akin to truncated and censored regression models, which are useful when the dependent variable is observed in some ranges but not in others. we find strong evidence that the results of the target adjustment studies of capital structure, which use fitted values of debt ratios, can be potentially biased due to failure to correct for censoring due to zero-leverage observations. The comparison of adjusted and unadjusted fitted values in our study reveals statistically significant differences in the fitted values of debt ratios and the magnitude of financial deficit/surplus estimated based on them.
Despite the significant differences in fitted values, the models used in this study yield similar qualitative results -the factors that were identified in the literature to exhibit the most robust correlation with leverage work similarly across models and typically in line with expectations (Frank and goyal, 2007) . The effect of higher tangibility of assets is a noteworthy exception which, similar to previous studies (e.g. nivorozhkin, 2005), seem to indicate that underdeveloped and/or inefficient legal systems together with thin and illiquid secondary markets for firms' assets tend to limit the importance of tangible assets as collateral in emerging markets like Russia.
finally, we find some evidence of the response of companies' financial choices to the effects of the 2008 global financial crisis. The changes in the debt ratios captured by the models are consistent with the Russian government implementing large stimulus packages during the crisis, part of which took form of subsidies to industry in the form of preferential loans (eBRD, 2010). nevertheless, the results are also consistent with the Russian companies drawing on their retained earnings in response to the negative shock to profitability and dramatic decline of the Russian stock Market. 
Descriptive Statistics: Full Sample
Da is a ratio of total debt to total assets, De is a ratio of debt to the sum of debt and equity, Tl is a ratio of total non-equity liabilities to total assets, nTC is a ratio of net trade credits to total assets, Tang is a ratio of fixed tangible assets to total assets, pRof is a ratio of eBITD to total assets, and sIZe is logarithm of total assets. Table 2b .
Descriptive Statistics: non-zero leverage companies
Da is a ratio of total debt to total assets, De is a ratio of debt to the sum of debt and equity, Tl is a ratio of total non-equity liabilities to total assets, nTC is a ratio of net trade credits to total assets, Tang is a ratio of fixed tangible assets to total assets, pRof is a ratio of eBITD to total assets, and sIZe is logarithm of total assets. Table 4 .
Year
0.16 0.26 0.51 -0.02 0.46 0.11 13.57 2008 Mean 0.16 0.28 0.53 0.00 0.48 0.09 13.68
Mean and Median Difference Tests of Debt ratios.
The sample is split by whether or not the firm has a positive debt ratio. Median difference is tested by means of the wilcoxon-Ranksum test. Tl is a ratio of total non-equity liabilities to total assets, nTC is a ratio of net trade credits to total assets, Tang is a ratio of fixed tangible assets to total assets, pRof is a ratio of eBITD to total assets, and sIZe is logarithm of total assets, Ind0-Ind8 are industrial classifications defined using one-digit u.s. sIC.
(1) note:***significant at the 1% level, **significant at the 5% level, *significant at the 10% level. 
estimated Models of the Debt ratios in 2003-2010
Da is debt-to-assets ratio, De is debt-to-equity ratio, nTC is a ratio of net trade credits to total assets, Tang is a ratio of fixed tangible assets to total assets, pRof is a ratio of eBITD to total assets, and sIZe is logarithm of total assets, Ipo is the Ipo date, Ind0-Ind8 are industrial classifications defined using one-digit u.s. sIC. 
estimated Models of the Market leverage in 2006-2010
DM is debt divided by the sum of book debt plus the market value of equity, MB is a market-to-book ratio, nTC is a ratio of net trade credits to total assets, Tang is a ratio of fixed tangible assets to total assets, pRof is a ratio of eBITD to total assets, and sIZe is logarithm of total assets, Ipo is the Ipo date, Ind0-Ind8 are industrial classifications defined using one-digit u.s. sIC. note:***significant at the 1% level,**significant at the 5% level, *significant at the 10% level. Table 8 .
Random

Mean Difference Test of the Debt ratios Predicted Values
Da is debt-to-assets ratio, De is debt-to-equity ratio, nTC is a ratio of net trade credits to total assets, Tang is a ratio of fixed tangible assets to total assets, pRof is a ratio of eBITD to total assets, and sIZe is logarithm of total assets, Ipo is the Ipo date, Ind0-Ind8 are industrial classifications defined using one-digit u.s. sIC. note: ***significant at the 1% level, **significant at the 5% level, *significant at the 10% level. Table 9 .
N Predicted
Mean Difference Test of the leverage Deficit (-)/Surplus (+)
The Deficit/surplus is defined as a negative/positive difference between predicted and actual values of debt-to-assets (Da) and debt-toequity (De) ratios. Ind0-Ind8 are industrial classifications defined using one-digit u.s. sIC. note: ***significant at the 1% level, **significant at the 5% level, *significant at the 10% level.
N
